ICGRE

CONSULTING

Christopher T. Ulmer
Senior Vice President

July 10, 2018

Marlene H. Dortch, Secretary

Federal Communications Commission
445 12" Street, S.W.

Washington D.C. 20554

Re: Connect America Fund, WC Docket No. 10-90; 2018 FCC Form 481
Dear Ms. Dortch:

ICORE Consulting, on behalf of Sully Telephone Company ("the Company") hereby
submits to the Commission a copy of the Company's completed Form 481'. Certain portions of
the Form 481 filing include information that is confidential in nature. Specifically, the section
entitled “Rate of Return Carrier Additional Information™ should be accorded confidential
treatment. Attached please find a statement of the reasons for withholding the redacted materials
from public inspection pursuant to 47 CFR § 0.459.

Thank you for your attention to this matter. Should you or any member of the
Commission Staff have any questions or comments, please do not hesitate to contact us at your

convenience.

Sincerel

Senior Vice President

! This filing is required to comply with 47 CFR §§ 54.313 and 54.422(c).

? The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC”) website as “Section 3005 in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website. http://www.usac.org/hc/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filled out employs the 3005
or 3000 designation.

ICORE Consulting, LLC Phone: (610) 928-3944
326 South 2nd Street Fax: (610) 928-5036
Emmaus, PA 18049 www.icorellc.com
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CONFIDENTIALITY REQUEST AND STATEMENT OF JUSTIFICATION

IN COMPLIANCE WITH 47 C.F.R. §0459(b)

Sully Telephone Company (“Company”) is a small, privately held rural local exchange
company based in lowa. The Company requests confidential treatment of certain information
being provided to the Commission in its 2018 FCC Form 481. The information is competitively
sensitive and its disclosure would have a negative competitive consequence upon the Company
were it made publicly available. Such information would not ordinarily be made available to the
public and should be afforded confidential treatment under 47 CFR §0.459.

Regulation

Statement of support and compliance with Confidentiality requests

47 CFR §0.459(a)(2)

ICORE Consulting, on behalf of the Company has e-filed, through ECFS, the
redacted version and sent via USPS Express Mail the confidential hard copy
version (original and one copy) of its 2018 FCC Form 481.

47 CFR §0.459(b)(1)

The Company requests that the documentation required in the section entitled
“Rate of Return Carrier Additional Information’, which consists of the
Company’s financial reports, income statement, balance sheet and cash flow
statement, be accorded confidential treatment. The confidential information
has been redacted from the public version with black shading.

47 CFR §0.459(b)(2)

The circumstances giving rise to the submission of this confidential
information is set forth in 47 CFR § 54.313 and 47 CFR § 54.422.

47 CFR §0.459(b)(3)
and §0.459(b)(4)

The information for which confidentiality is sought is financial in nature,
including balance sheet, income statement, and statement of cash flows.

47 CFR §0.459(b)(5)

There is robust competition in the telecommunications market today,
including wireless, VoIP providers, and cable television providers to name a
few. Financial data such as the amount of cash on hand, amount of debt, and
revenue by source are all examples of information that competitors would not
receive in the normal course of business.

47 CFR §0.459(b)(6)

The financial information is disclosed only within the Company, and
furthermore is only provided (1) members of senior management, or (2) those
employees who require this information to perform their jobs.

47 CFR §0.459(b)(7)

The Company has not previously released this information to third parties
without the execution of a non-disclosure agreement.

47 CFR §0.459(b)(8)

The Company requests that the information be held by the Commission as
confidential indefinitely.

’ The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC”) website as “Section 3005” in the downloadable version and as “Section 3000 in the online filing version
at the same USAC website. http://www.usac.org/hc/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filed out employs the 3005

or 3000 designation.
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FCC Form 481 - Carrier Annual Reporting

Data Collection Form

FCC Form 481
OMB Control No. 3060-0986/0MB Control No. 3060-0819
July 2018

<010>

Study Area Code

351306

<015>

Study Area Name

SULLY TEL ASSOC

<020>

Program Year

2019

<030>

Contact Name: Person USAC should contact

with questions about this data

Christopher Ulmer

<035>

Contact Telephone Number:

6109283903 ext.

Number of the person identified in data line <030>

<039>

Contact Email Address:

Email of the person identitied in data line <030> culmer@icorellc.com

Form Type 54.313 and 54.422

REDACTED - FOR PUBLIC INSPECTION
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(400) Number of Complaints per 1,000 customers FCC Form 481
Data Collection Form

OMB Control No.
July 2018

<010>  Study Area Code 351306
<015>  Study Area Name SULLY TEL ASSOC
<020>  Program Year
2019
<030> Contact Name - Person USAC should contact regarding this data Christopher Dlmer
Contact Telephone Number - Number of person identified in data line
<035> <O30> 6109283903 ext.
<039> Contact Email Address - Email Address of person identified in data line  cuimereicorelic.com
<030>
Select from the drop-down list to indicate how you would like to report
<400> Voice complaints (zero or greater) for voice telephony service in the prior
calendar year for each service area in which you are designated an ETC for
any facilities you own, operate, lease, or otherwise utilize.
<410>  Complaints per 1000 customers for fixed voice
<420>  Complaints per 1000 customers for mobile voice

REDACTED - FOR PUBLIC INSPECTION



(500) Compliance With Service Quality Standards and Consumer Protection Rules FCC Form 481

Data Collection Form OMB Control No. 3060-
July 2018
<010> Study Area Code 351306
<015> Study Area Name SULLY TEL ASSOC
<020> Program Year 2019
<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <030> 6109283903 ext.

<039> Contact Email Address - Email Address of person identified in data line <030>  culmer@icorellc.com

<515> Certify compliance with applicable minimum service standards

REDACTED - FOR PUBLIC INSPECTION



(600) Functionality in Emergency Situations
Data Collection Form

FCC Form 481

OMB Control No. 3060-09¢
July 2018

<010> Study Area Code 351306

<015> Study Area Name SULLY TEL ASSOC
<020> Program Year 2019

<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer
<035> Contact Telephone Number - Number of person identified in data line <030> 6109283303 ext.
<039> Contact Email Address - Email Address of person identified in data line <030>  culmer@icorellc.com
<600> Certify compliance regarding ability to function in emergency situations Yes

<610>

Descriptive document for Functionality in Emergency Situations

351306IA610.pdf

REDACTED - FOR PUBLIC INSPECTION
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(3005) Rate Of Return Carrier Additional Documentation FCC Form 481
Data Collection Form OMB Control No.
July 2018
<010> Study Area Code 351306
<015> Study Area Name SULLY TEL ASSOC
<020> Program Year 2019
<030> Contact Name - Person USAC should contact regarding this data Chris tophe r Ulmer
<035> Contact Telephone Number - Number of person identified in data line <030> 6109283903 ext.
Imer@icorellc.com
<039> Contact Email Address - Email Address of person identified in data line <030> cu er@icore €.Co

Select from the drop down menu or check the boxes below to note compliance with 54.313(f)(1). Privately held carriers n
financial reporting requirements set forth in 47 CFR 54.313(f)(2). | further certify that the information reported on this fo
attached below is accurate.

(3009)
(3010A)

(3010B)
(3012A)
(3012B)

(3013)

(3014)

(3015)

(3016)

(3017)

(3018)

(3019)

(3020)

(3021)

Progress Report on 5 Year Plan
Carrier certifies to 54.313(f)(1)(iii)

Certification of Public Interest Obligations {47 CFR §
54.313(f)(2)(i)}
Please Provide Attachment

Community Anchor Institutions {47 CFR §
54.313(f)(1)(ii)}
Please Provide Attachment

Is your company a Privately Held ROR Carrier {47 CFR
§ 54.313(f)(2)}

If yes, does your company file the RUS annual report

Please check these boxes to confirm that the
attached PDF, on line 3017, contains the required
information pursuant to § 54.313(f)(2) compliance
requires:

Electronic copy of their annual RUS reports
(Operating Report for Telecommunications
Borrowers)

Document(s) with Balance Sheet, Income Statement
and Statement of Cash Flows

If the response is yes on line 3014, attach your
company's RUS annual report and all required
documentation

If the response is no on line 3014, is your company
audited?

If the response is yes on line 3018, please check the
boxes below to confirm your submission on line
3026 pursuant to § 54.313(f)(2), contains:

Either a copy of their audited financial statement; or
(2) a financial report in a format comparable to RUS
Operating Report for Telecommunications Borrowers

Documentls) for Balance shest degme SkAEBStnspECTION

and Statement of Cash Flows
Management letter and/or audit opinion issued by

Name of Attached Document Listing Required
Information

No - No New Community Anchors

Name of Attached Document Listing Required
Information

(Yes/No) ® O
(Yes/No) O @

Name of Attached Document Listing Required
Information

Yes - Attach Certification

351306IA30101

[ ]
[ ]

(Yes/No) @ O
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(4005) Rural Broadband Experiment Additional Documentation FCC Form 481

Data Collection Form OMB Control Nc
July 2018

<010> Study Area Code 351306

<015> Study Area Name SULLY TEL ASSOC

<020> Program Year 2019

<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <030> 6109283503 ext.

<039> Contact Email Address - Email Address of person identified in data line <030>  cuinereicorellc.con

4005 Rural Broadband Experiment

Authorized Rural Broadband Experiment (RBE) recipients must address the certification for public interest obligations and provide
list of newly served community anchor institutions.

Public Interest Obligations — FCC 14-98 (paragraphs 26-29, 78)
Please address Line 4001 regarding compliance with the Commission’s public interest obligations. All RBE participants must provi
response to Line 4001.

4001. Recipient certifies that it is offering broadband meeting the requisite public interest obligations consistent with the categor
which they were selected, including broadband speed, latency, usage capacity, and rates that are reasonably comparable to rates
comparable offerings in urban areas.

Community Anchor Institutions — FCC 14-98 (paragraph 79)

4003a. RBE participants must provide the number, names, and addresses of community anchor institutions to
which they newly deployed broadband service in the preceding calendar year. On this line, please respond

(yes — attach new community anchors, no — no new anchors) to indicate whether this list will be provided.

If yes to 4003A, please provide a response for 4003B.

4003b. Provide the number, names and addresses  Name of Attached Document Listing Required Information
of community anchor institutions to which the

recipient newly began providing access to
broadband service in the preceding calendar year.

REDACTED - FOR PUBLIC INSPECTION



(5005) Alaska Plan Participants Additional Documentation FCC Form 481
Data Collection Form OMB Control No. 3060-C
July 2018
<010> Study Area Code 331308
<015> Study Area Name SULLY TEL ASSOC
<020> Program Year 2019
<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer
<035> Contact Telephone Number - Number of person identified in data line <030> PIIZEIINT ext

<039>

Contact Email Address - Email Address of person identified in data line <030>  cuimereicorelic.com

5005 Alaska Plan

(5010)

(5011)

(5012)

<5013>

Do you participate in the Alaska plan? (Yes/No]

Please indicate whether any terrestrial backhaul or other satellite backhaul became
commercially available in the previous calendar year in areas previously served (Yes/No)
exclusively by performance-limiting satellite backhaul.

If the filing carrier identified in its approved perfomance plans that it relies exclusively on

satellite backhaul for a certain poriton of the population in its service area, indicate whether (Yes/No!
any terrestrial backhaul or other satellite backhaul became commercially available in the

previoius calendar year in areas that were previoiusly served exclusively by satellite backhaul.

<a> <b> <C

Description Of Backhaul Technology Date Backhaul Available Newly Served Locatic




Page 17

Certification - Reporting Carrier FCC Form 481
Data Collection Form OMB Control No. 3060-0986/0MB Control No. 3060-0819
July 2018
<010> Study Area Code 351306
<015> Study Area Name SULLY TEL ASSOC
<020> Program Year 2019
<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <030> 6109283903 ext.

<039> Contact Email Address - Email Address of person identified in data line <030> culmer@icorellc.com

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Recipients

| certify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requirements for universal service support
recipients; and, to the best of my knowledge, the information reported on this form and in any attachments is accurate.

Name of Reporting Carrier: SULLY TEL ASSOC

Signature of Authorized Officer: CERTIFIED ONLINE Date 07/09/2018

Printed name of Authorized Officer: a1 DeAngelo

Title or position of Authorized Officer: General Manager

Telephone number of Authorized Officer: 6415942905 ext.

Study Area Code of Reporting Carrier: 351306 Filing Due Date for this form: 07/16/2018

Persons willfully making false statements on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.S.C. §§ 502, 503(b), or fine or imprisonment
under Title 18 of the United States Code, 18 U.S.C. § 1001.

Page 17
REDACTED - FOR PUBLIC INSPECTION



Page 18

Certification - Agent / Carrier FCC Form 481
Data Collection Form OMB Control No. 3060-0986/0MB Control No. 3060-0819
July 2018
<010>  Study Area Code 351306
<015>  Study Area Name SULLY TEL ASSOC
<020> Program Year 2019
<030> Contact Name - Person USAC should contact regarding this data Christopher Ulmer

<035> Contact Telephone Number - Number of person identified in data line <030> 6109283903 ext.

<039> Contact Email Address - Email Address of person identified in data line <030> ~ culmer@icorellc.com

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

| certify that (Name of Agent), is authorized to submit the information reported on behalf of the reporting carrier. |
also certify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual data reporting requirements provided to the authorized
agent; and, to the best of my knowledge, the reports and data provided to the authorized agent is accurate.

Name of Authorized Agent:

Name of Reporting Carrier:

Signature of Authorized Officer: Date:

Printed name of Authorized Officer:

Title or position of Authorized Officer:

Telephone number of Authorized Officer:

Study Area Code of Reporting Carrier: Filing Due Date for this form:

Persons willfully making false statements on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.S.C. §§ 502, 503(b), or fine or imprisonment
under Title 18 of the United States Code, 18 U.S.C. § 1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

1, as agent for the reporting carrier, certify that | am authorized to submit the annual reports for universal service support recipients on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reporting carrier; and, to the best of my knowledge, the information reported herein is accurate.

Name of Reporting Carrier:

Name of Authorized Agent Firm:

Signature of Authorized Agent or Employee of Agent: Date:

Name of Authorized Agent Employee:

Title or position of Authorized Agent or Employee of Agent

Telephone number of Authorized Agent or Employee of Agent:

Study Area Code of Reporting Carrier: Filing Due Date for this form:

Persons willfully making false statements on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.S.C. §§ 502, 503(b), or fine or imprisonment under Title
18 of the United States Code, 18 U.S.C. § 1001.

Page 18
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Company Sully Telephone Association
Study Area Code 351306
Supplemental Data For: Line 610 — Description of Functionality in Emergency Situations

lowa Administrative Code §199-22.6(5) requires an ETC to certify in its annual report that it is
complying with provisions to meet emergencies including but not limited to the provision of
emergency power. Each central office shall contain a minimum of two hours of battery reserve
and for offices without permanently installed emergency power facilities, there shall be access to
a mobile power unit with enough capacity to carry the load which can be delivered on reasonably
short notice and readily connected. Sully Telephone Association certifies that it has complied
with these requirements and will continue to comply with these requirements. In addition, the
ETC also complies with all federal rules regarding end user’s abilities to function in emergency
situations.

REDACTED - FOR PUBLIC INSPECTION



ASSCD

WW%f ‘::ULLYTEL oM e &4 -594 - .?;905

305 7th Ave / PO Box 308, Sully, IA 50251
Sullytel@netins.net

June 11, 2018

I, Earl J. DeAngelo, hereby certify that Sully Telephone company’s pricing of voice services is no
more than two standard deviations above the applicable national average urban rate for voice
services as specified in the most recent public notice issued by the Wireline Commission

Bureau.

Earl J. DeAngelo — General Manager

Sully Telephone Association / PST Digital, LLC
305 7% Avenue / P.O. Box 308, Sully, IA 50251
Telephone: {641) 594-2905

Fax: (641)594-2938

Email: jackd @sullytel.com

REDACTED - FOR PUBLIC INSPECTION



FCC Form 481, Line 1210: Terms and Condition for Lifeline Customers
Lifeline Telephone Assistance Program

Financial assistance through the Lifeline program is available to help eligible lowans afford and maintain basic
telephone service. Lifeline participation enables lowans to stay connected to jobs, family, community resources, and
government and emergency services. Lifeline is a federal government program that assists qualified lowans by
providing a monthly credit of $9.25 on the local telephone bill. Lifeline benefits are limited to one wire line or
wireless phone per qualified household. Households currently receiving more than one Lifeline service must select a
single Lifeline service provider and de-enroll from the program with any other provider(s).

Households eligible for the Lifeline program include those who participate in other federal public assistance
programs, such as the Low-Income Home Energy Assistance Program (LIHEAP) or Supplemental Nutrition
Assistance Program (SNAP). Consumers may also qualify based on their level of income. For more information,
please see the Board's 2015 Lifeline Week news release.

A Lifeline application form is available from your local telephone service provider, the lowa Ultilities Board, or
most Community Action Agencies in the state. To apply, simply complete the application form and then return it to
your chosen participating provider. Additionally, residents of Tribal lands who are eligible for Lifeline, should
check with their local telecommunications provider to inquire about additional benefits, including potential Link-
Up telephone-installation benefits.

Re-certification forms are sent to all Lifeline subscribers each year. In order to continue receiving Lifeline
assistance, these forms must be completed and returned to the subscriber’s local telecommunications provider within
30 days. If the re-certification form is not returned, the telecommunications provider will discontinue the
subscriber’s Lifeline assistance.

Information about the number of customers receiving Lifeline assistance is reported by each lowa telephone
company. For more information, call the lowa Utilities Board toll free at 1.877.565.4450, or

visit www.fcc.gov/lifeline or www.usac.org.

Number of local minutes provided: Unlimited local calling
Equal access toll calls are available and are billed at carriers’ standard rates for Lifeline subscribers.

REDACTED - FOR PUBLIC INSPECTION



Sully Telephone Association
Service Catalog

LOW INCOME ASSISTANCE PROGRAM
B. LIFELINE ASSISTANCE

1. The Lifeline Assistance Program is a plan which assists qualified low-income applicants with
reductions in their monthly local exchange service rate. The assistance applies for a single
telephone line at the applicant's principal place of residence. Qualified applicants shall have
their monthly local exchange service rate reduced by the federal support of $9.25.

2. Eligibility Requirements
To be eligible for assistance, an applicant must participate in one of the following:

a. Medicaid (e.g. Title XIX/Medical, state supplemental assistance)
b. Food Stamps

c. Supplemental Security Income (SSI)

d. Federal public housing assistance

e. Low-Income Home Energy Assistance Program (LHEAP)

f. Temporary assistance to needy families (TANF)

g. National school lunch program (NSL)

h. Meet FCC defined income based criterion for telephone assistance

The Lifeline customer is responsible for notifying the Company if the customer ceases to
participate in any of the public assistance programs listed above.

3. Application for Assistance

An applicant shall request telephone assistance through completion of a form provided by the
Company.

4. Rates
a. The Lifeline customer will receive a monthly credit toward their local exchange service
rate. The total monthly credit of $9.25 b. Toll blocking shall be included with this service

offering without charge. No service deposit would be required if applicant voluntarily
elects toll blocking with the initiation of Lifeline Service.

Issued: November 1,2014
Effective: November 1,2014

REDACTED - FOR PUBLIC INSPECTION



Company Sully Telephone Association
Study Area Code 351306
Supplemental Data For: Line 3010A — Certification of Public Interest Obligations

To be in compliance with the Milestone Certification of providing upon a reasonable request
broadband service at actual speeds of 10 Mbps downstream/1 Mbps upstream:

- The Company certifies that it has taken reasonable steps to provide upon a reasonable request
broadband service at actual speeds of 10 Mbps downstream/1 Mbps upstream with latency
suitable for real time applications, including Voice over Internet Protocol.

- The Company provides usage capacity that is reasonably comparable to comparable offerings in
urban areas.

- The Company certifies that requests for such service are met within a reasonable amount of
time.
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Sully Telephone Association
December 31, 2017 and 2016

Contents
Independent AUdItOr's REPOTt....ccoi i e 1
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Sully Telephone Association
Consolidated Statements of Stockholders’ Equity
Years Ended December 31, 2017 and 2016

Accumulated

Other Total
Common Stock Comprehensive Retained Stockholders'
Shares Amount income Earnings Equity

Balance, December 31, 2015

Net income
Unrealized helding gains
arising during the

the period (net ofta-
Net changed stock

Balance, December 31, 2016

Net income
Unrealized holding gains
arising during
the period (net of tax

Net chang 1OC
Dividendsh

Balance, December 31, 2017

See Notes to Consolidated Financial Staz‘ementﬁED ACTED - FOR PUBLIC INSPECTION
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Sully Telephone Association
Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Comprehensive Income
Comprehensive income consists of net income and other comprehensive income, net of applicable

income taxes. Other comprehensive income includes unrealized appreciation (depreciation) on
available-for-sale securities.

Taxes Collected from Customers and Remitted to Governmental Authorities

Taxes collected from customers and remitted to governmental authorities are presented in the
accompanying consolidated statements of income on a net basis.

Transfers Between Fair Value Hierarchy Levels

Transfers in and out of Level 1 (quoted market prices), Level 2 (other significant observable inputs)
and Level 3 (significant unobservable inputs) are recognized on the transfer date.

Reclassifications

Certain reclassifications have been made to the 2016 consolidated financial statements to conform
to the 2017 presentation.
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Sully Telephone Association
Notes to Consolidated Financial Statements
December 31, 2017 and 2016

Note 10: Income Taxes

Income taxes reflected in the Consolidated Statements of Income consist of the following:

2017 2016

Federal income taxes:
Deferred tax expense
State income taxes:
Current tax expense
Deferred tax expense
Adjustment of deferred tax liability for enacted
changes in tax laws

Total income tax expense

No cash was paid for income taxes during 2017 and 2016.

Deferred federal and state tax liabilities and assets reflected in the Consolidated Balance Sheets are
summarized as follows:

Deferred tax liabilities
Federal
State

2017 2016 '

Total Deferred Tax Liahilities

Deferred tax assets
Federal
State

Total Deferred Tax Assets
Less: Valuation Allowance

Net Deferred Tax Assets

Net Deferred Tax (Assets) Liability

Current deferred tax asset
Long-term deferred tax liability

Net Deferred Tax (Assct) Liabifity
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Sully Telephone Association
Notes to Consolidated Financial Statements
December 31, 2017 and 2016

On December 22, 2017, the United States enacted tax reform legislation through the Tax Cuts and
Jobs Act, which significantly changes the existing U.S. tax laws, including a reduction in the
corporate tax rate from 35% to 21%, as well as other changes _As a result of enactment of the

legislation, the Company incurred a one-time income tax benefit c_uring the fourth quarter
of 2017, primarily related to the remeasurement of certain deferred tax assets and liabilities.

A valuation allowance is required to reduce the deferred tax assets reported if, based on the weight
of the evidence, it is more likely than not that some portion or all of the deferred tax assets will not
be realized. After consideration of the evidence, both positive and negative, management determined

that a valuation allowance was required at December 31, 2016, to reduce the deferred tax assets to
the amount that will more likely than not be realized.

Prepaid income taxes of _appearing on the Consolidated Balance Sheets at
December 31, 2017 and 2016, reflect overpayments of estimated taxes.

Federal operating loss carryforwards -e available to reduce future taxable income. These
credits expire at various times from 2031 through 2035. :

The tax provision differs from the expense that would result from applying the federal statutory rates
to income bhefore income taxes because of state income taxes, enactment of the Tax Cuts and Jobs
Act and the reversal of the valuation allowance on deferred tax assets.

The Company has evaluated its income tax positions and has determined that there are no uncertam
income tax positions that need to be recorded or reported in the financial statements at December 31,
2017.

The Company’s federal and state income tax returns for years 2014 to present remain subject to
examination.

Note 11: Employee Benefits

The Company has a simplified employee pension plan covering all employees. Under the policy,
contributions consist o jc percentage of the compensation of each participant. The
contributions were set a or 2017 and 2016. The Company’s annual contribution equals the

amount accrued as pension expense. Pensio i and capitalized during the years
ended December 31, 2017 and 2016, totale espectively.
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. i 1401 50th Street, Suite 350 § West Des Moines, |A 50266-5935
&s & Advisors 515.223.0159 | Fax 515.223.5429 | bkd.com

independent Auditor's Report on Supplementary Information

Board of Directors
Sully Telephone Association and Subsidiary
Sully, lowa

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The consolidating balance sheet, consolidating income statement, statement of property, plant and
equipment and comparative operative statement — dollars per access line listed in the table of contents
is presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibitity of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the information is fairly stated in all material respects
in relation to the financial statements as a whole.

West Des Moines, Iowa
March 6, 2018

Praxity.
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Sully Telephone Association
Consolidating Balance Sheet
December 31, 2017

Assefs
Sully
Telephone PST Digital Intercompany
Association L.L.C. Eliminations Consolidated

Current Assets
Cash and cash equivalents
Certificates of deposit
Accounts receivable:

Due from customers
Less allowance 0.

Interexchange carri
Less allowance oi
Affiliates
Other
Prepaid income taxes
Notes receivable
Less allowance of -
Interest receivable
Materials and supplies at average cost
Prepayments
Deferred income taxes

Other Noncurrent Assets
Investment in affiliates
Limited liability company investments
Available-for-sale securities
Other investments
Notes receivable, less current portion
Wireless licenses

Property, Plant and Equipment
Telephone plant in service
Rental property
Wireless plant in service

Less accumulated depreciation

Plant under construction

Total assets

REDACTED - FOR PUBLIC INSPECTION E v



\bilities and Stockholders’ Equity

Sully
Telephone PST Digital Intercompany
Association L.L.C. Eliminations Consolidated

irrent Liabilities
Current portion of long-term debt
Accounts payable:
Other
Advanced billing and payments
Accrued taxes
Other

ong-term Debt, less current portion

ither Noncurrent Liabilities
Advances from affiliated companies
Deferred income taxes
Asset retirement obligations

jtockholders’ Equit
Con ck - par value
ares authorized
shares issued and outstanding
Accumulated other comprehensive
income:
Unrealized losses on certain
investments
Members' equity
Retained earnings

Total liabilities and stockholders’ equity
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Sully Telephone Association
Consolidating Statement of income
Year Ended December 31, 2017

Sully
Telephone PST Digital Intercompany
Association L.L.C. Eliminations Consolidated

)perating Revenues
Local network services
Network access services
Long distance services
Internet services
Wireless services
Miscellaneous
Uncellectibles

Operating Expenses
Plant specific operations
Plant nonspecific operations
Cost of long distance services
Cost of internet services
Cost of wireless services
Cost of other services
Depreciation and accretion
Customer operations
Corporate operations
General taxes

Operating Income

Other Income (Expense) -
Investment income
Gain on disposition of assets

Other, net
Equity loss in L.L.C. jnvestments

Income Before Income Tax Expense and
Equity Earnings of Subsidiary

Income Tax Expense
Income Before Equity Earnings of Subsidiary

Equity Earnings of Subsidiary

Net Income
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Sully Telephone Association
Statement of Property, Plant and Equipment
Year Ended December 31, 2017

Asset Balance Asset Balance
December 31, December 31,
2016 Additions Retirements 2017

Telephone plant in service
Land
Motor vehicles

Other work equipment

Ruildings

Furniture and office equipment

Communication equipment

General purpose computers

Digital electronic switching
equipment

Circuit equipment

Leased terminal equipment

Internet equipment

Buried cable

Conduit system

Intangibles

Rental property
Land

Buildings

Wireless plant in service
Buildings
Wireless equipment
Towers

Tota! property, plant and equipment
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Sully Telephone Association
Comparative Operating Statement — Dollars Per Access Line
Years Ended December 31, 2017 and 2016

2017 2016

Operating Revenues
Local network services
Network access services
Long distance services
Internet services
Miscellaneous
Uncollectibles

Operating Expenses '
Plant specific operations
Plant nonspecific operations
Cost of long distance services
Cost of internet services
Cost of other services
Depreciation and accretion
Customer operations
Corporate operations
General taxes

Other Income
Income Tax Expense
Net Income

Access Lines
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Sully Telephone Association
Statistics — Telephone Only
Years Ended December 31, 2017 and 2016

2017 2016

Plant Statistics
Access lines
Gross wireline plant investment per access line
Depreciated wireline plant investment per access line
Composite depreciation rate
Percent of plant in service depreciated to date

Financial Statistics
Earnings per share
Stockholders' equity per share
Rate of return on gross plant investment
Rate of return on depreciated plant investment
Return on equity
Current ratio
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